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The Annual Allowance for Depreciation 


By Donatp Horne 


Le hats a machine costing $100,000 and used to full capacity through- 

out its useful life, has an output of 10,000 units per year. It has an esti- 
mated useful life, based on experience, of 10 years. In order to meet 
competition, the manufacturer finds that he must sell the product at $11.00 
per unit, which is less than cost, as he computes it. Hoping for better times, 
when he can either increase his selling price or reduce his cost, or both, he 
continues to manufacture and sell the item and take his loss. 

He computes his annual cost roughly as follows: 


Cost per unit 

On this calculation, he loses $1.00 per unit, $10,000 per year, $100,000 
over the life of the machine. 

Can it fairly be said that he has recovered the cost of the machine out 
of the proceeds of its product? 

It may be that his losses were due to other factors than the cost of the 
machine, but this does not alter the fact that the entire transaction involved 
in the use of the machine resulted in a loss equal to its cost. Whatever the 
reason for his unprofitable operation of the machine, he ended its operation 
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otit of pocket by the amount of its cost. Therefore, he did not recover its 
cost through its operation. 

_ \) Tt would be begging the question to say that he theoretically recovered the 
cost through the annual depreciation charge, but lost what he thus recovered 
through. excessive wages or charges ‘for material. The fact is that he has 
worn out the machine, which cost him $100,000, doing exactly nothing, from 
a financial standpoint, and wound up $100,000 in the hole, which left him 
minus the cost of the machine, 

What, then, is the object of the annual depreciation charge? Why is it 
good practice to use this bookkeeping device? What is the explanation of 
the custom of “writing off” so much a year as “depreciation,” whether the 
use of an asset is profitable or unprofitable? 

Business men, accountants, the Treasury Department, public service 
commissions, and the courts have long and earnestly sought the answer to 
these questions, But the answer generally given and accepted, that depre- 
ciation is the loss, through use, of the property to which it refers, and that 
the annual depreciation charge represents replacement of the capital used 
up, seems inaccurate. 

This concept is not an unnatural inference from the use of the term 
“depreciation,” which, in its ordinary and non-technical sense means decrease 
in value. The terminology, used with respect to assets of limited useful 
life, is inaccurate and misleading. The property may have as great a value 
in use, and, under some circumstances, as great a market value, in the last 
year of its estimated life as in its first, yet the depreciation charge is as ap- 
propriate and necessary as if it had had a declining value. There may even 
be an appreciation of market value, but the annual charge is applicable just 
the same. It is common knowledge that neither value in use nor market 
value necessarily decrease at a fixed rate per unit of time or unit of produc- 


tion. We are entitled to conclude that the depreciation charge does not restore 


loss in value, or loss sustained in the operation of a productive facility, par- 
ticularly where, as in the example above stated, the loss that actually oc- 
curred is in fact not restored. 

The Wisconsin Public Service Commission, in a pamphlet published in 
October, 1933, entitled “Depreciation—A Review of Legal and Accounting 
Problems,” at page 4, defined “depreciation” as “the consumption of prop- 
erty in service.” It then explains (page 18) that this consumption of 
property in service is an expense of operation, and recommends a periodic 
charge for the purpose of prorating the consumption of the investment in 
the property over its useful life. 

The Treasury Department says (Art. 23 (1)-2, Reg. 86, Internal Rev- 
enue) : 
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“The necessity for a depreciation allowance arises from the fact 
that certain property used in the business gradually approaches a point 
where its usefulness is exhausted.” 


The Supreme Court, in Lindheimer v. Illinois Telephone Company, 292 
U. S. 151, said: 


“Broadly speaking, depreciation is the loss, not restored by current 
maintenance, which is due to all the factors causing the ultimate retire- 
ment of the property. These factors embrace wear and tear, decay, in- 
adequacy, and obsolescence. Annual depreciation is the loss which takes 
place in a year.” 


At another place in the discussion, the Chief Justice speaks of the so-called 
“loss” es occurring at the time of the retirement. At still another place, 
he treats the annual charge as having been made “for the ostensible purpose 
of replacing capital consumed.” 

There is no doubt that a productive facility, such as a machine, is con- 
sumed in operation. Such consumption does not, however, result in loss 
unless the operation of the facility is entirely unprofitable, since the profits 
cancel what would otherwise have been a loss. ‘The cost of a productive 
facility is an expense of producing its product. A proportion of this expense 
applies to every unit of the product. Hence, it is the cost of the facility, and 
not any loss, that is properly to be apportioned to the units of its production, 

This distinction between cost and loss is not metaphysical. It is neces- 
sary to a clear understanding of the subject inaccurately designated “depre- 
ciation.” It explains, among other things, why the annual charge should be 
taken when the facility operates unprofitably. It also furnishes a reason for 
the use of a straight line basis, whether figured on time, where the volume 
of production is reasonably regular, or on use or production, where the 
volume of production is irregular. It shows that the annual allowance should 
not fluctuate with good and bad times, except as necessary for proper alloca- 
tion of cost to units of production, and should not be governed by the actual 
condition of the facility as determined by observation. It also, we believe, 
exposes the fallacy of basing the percentage of annual allowance on replace- 
ment cost instead of on original cost of the productive asset. In other 
words, it provides an answer that “clicks” to the various depreciation prob- 
lems, and qualifies as a standard for sound and scientific treatment of such 
problems. 

In suggesting a definition for the term “depreciation,” we are really 
describing a principle of business practice and arbitrarily assigning the word 
“depreciation” to designate it. This word usually means loss in value, but 
with reference to the business practice we are discussing, and the correct 
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principle on which it is founded, as we analyze it, it is divorced from this 
meaning, and is used to designate something quite different from loss in value, 
just as the term “Holy Roman Empire” is said to have been the name of 
something not holy, nor Roman, nor an empire. 

We suggest as a definition of depreciation, the apportionment of the cost 
of productive facilities to the units of their product. Following this definition, 
the depreciation reserve represents the portion of the cost which has already 
been apportioned to units of production, and the annual depreciation charge, 
as to any facility, represents the portion of its cost apportioned to the product 
of a particular year. 

The apportionment must be made on the basis of an estimate of either 
the total life of the facility in terms of time, or the total number of units of 
output. Since such an estimate coincides with an estimate with respect to 
the consumption through use of the facility itself, it is not difficult to see why 
the idea of loss through wear, tear, exhaustion and obsolescence were con- 
fused with that of cost apportionment. Wear, tear, exhaustion and obsoles- 
cence, commonly summarized by the term depreciation, are merely factors 
used in estimating the total production of an asset. Actual wear, tear, ex- 
haustion, obsolescence, and loss in value usually occur far too irregularly 
to serve as the basis of an annual charge. 

The ideal is extremely accurate apportionment. The object primarily 
sought is correct pricing of commodities of all sorts, which is the foundation 
of sound business practice. Related objects are the protection of investors 
and the public welfare. Accuracy in apportionment of cost to production is 
the course of safety. If the rate is too high, the enterprise is placed at a 
disadvantage in competition. If it is too low, it leads to distribution of 
capital, and, if continued too long, to disaster. If the rate accurately meas- 
ures the proportionate cost of a productive asset to each unit of production, 
or to each ‘year’s production, the enterprise is safely conducted past the haz- 
ards that lie on both sides. It is not always possible to chart the middle 
course. The practice of making depreciation allowances is comparatively 
young, and much remains to be discovered in order to enable the manage- 
ment to make even approximately correct provision. But it is extremely 
important to have clearly in mind the ideal toward which to strive. 

Although one who attempts to label his goods at the right price is almost 
always a victim of unfair competition, and consequently at a disadvantage in 
his search for an adequate and growing market, it is now a generally ac- 
cepted principle of business that the right price should, as nearly as possible, 
be determined and should be unrelentingly insisted upon. The various gov- 
erning units, Federal, State and local, require this of public utilities; and im 
so doing, universally recognize depreciation as a factor to be considered. 
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Practically all large businesses have elaborate systems of cost accounting. 
One of the chief reasons for the development of this practice is that erron- 
eous pricing in one line may throw the burden of making profit on another 
product of the same enterprise, and cause a disproportion to exist which may 
result in less profit than the enterprise would have made, or greater loss than 
it would have sustained, had all the units of production been priced correctly. 
Business success or failure may often be traced to the pricing of commodities. 

It is a corollary of the above that the safety of investments in an enter- 
prise depends largely upon its practice with respect to the annual deprecia- 
tion allowance. Proper apportionment of the cost of capital facilities to 
their product is a most important factor in correct pricing, which, in turn, 
is vital to business success. Economy in operating cost, including overhead, 
is more easily attained, because it is constantly under the eye of the manage- 
ment; but the scientific allotment of the cost of facilities to their product 
requires resurrection of detailed data out of the experience of past years, 
the use of sound judgment where such data is insufficient to furnish a basis 
for prophecy, and a gathering of all available data from the experience of 
other enterprises, including those that are competitive. Over-emphasis of 
the importance of problems of daily operation may, and frequently does, 
obscure the vital problem of the depreciation provision, with resultant harm- 
ful effect on profits, which may not come to light until some future year, too 
late to be remedied. Investors will ultimately suffer, in such case, and this 
is certain to cause an unfavorable reaction upon the business. 

The effect upon the public welfare of correct practices with respect to 
provision for depreciation is great. In the case of public utilities, it is uni- 
versally recognized as affecting the rates authorized to be charged to the 
public for their services. If the rate is too high, present consumers will be 
paying for benefits that will accrue to future consumers; if too low, they 
will be paying less than they should at the expense of future consumers. 
The same applies to the services of businesses not charged with a public 
interest, except that here the pricing is done in accordance with the business 
judgment of the management, subject to no outside influence except com- 
petition, and not pursuant to official regulation. 

The public, however, is affected in other ways than pricing. It is of 
public interest that business enterprises be successful. An undue number of 
business failures causes excessive liquidation, with general lowering of values 
and unemployment. The failure of any large commercial or manufacturing 
establishment causes widespread alarm, and this alone is harmful to the 
public. Frequently, the alternative with which an unsound enterprise is 
faced is failure or combination with some stronger competitor. Combina- 
tions tend to create monopoly, and monopoly threatens to bring about a con- 
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dition usually considered intolerable unless subjected to governmental regu- 
lation as in the case of public utilities. 

The perils of a policy of making more than an adequate allowance for 
depreciation are not nearly so great as for allowing too little. The practice 
of making provision for depreciation is conservative, and the greater the 
annual allowance, within reasonable limits, the more conservative is the policy 
of the management. The attempt should be to make exactly adequate pro- 
vision, but in cases of doubt, it is advisable that the provision should be so 
high that, if it is ever found to be in error, the error shall be that it was 
excessive. It is less difficult to make revisions, when found necessary, down- 
ward than upward. 

In the majority of businesses, the practice is to make inadequate annual 
allowances. Practically all business firms could make substantial revisions 
upward without danger of overstepping the mark. Ordinarily, the factors of 
obsolescence and potential obsolescence are not given appropriate effect.. A 
firm which does not give due weight to the element of obsolescence is risk- 
ing disaster. 

Obsolescence is often considered an independent subject, working con- 
currently with depreciation, which is considered as confined to wear, tear, 
etc., to bring about the necessity of retiring productive facilities. A more 
nearly correct view, it is believed, is that obsolescence is merely one of the 
factors to be considered in allocating to each unit of production its share of 
the cost of the productive assets of the concern. The Supreme Court treats 
obsolescence as a factor of depreciation, as shown by the above quotation. 

Obsolescence occurs to some extent at all times. It is normal, and to 
be expected, that improvements in design, material, and efficiency of types 
of facilities will be made which will gradually render those in use of relatively 
less value, even though they are operating as well as when new. The diff- 
culty in considering the effect of obsolescence is that it does not proceed at 
a fixed pace, hence cannot be prophesied with any degree of accuracy. It 
is possible to determine a rate which will serve reasonably well as indicating 
the effect to be expected of normal obsolescence. But there is always the 
chance that something may occur which will have a sudden and disastrous 
effect on the use value and market value of assets. Some provision must be 
made for such possibility. 

Sometimes extraordinary obsolescence can be foreseen a number of years 
ahead. In such cases, the depreciation allowance rate can be adjusted over 
the intervening years. This is the method approved by the Bureau of In- 
ternal Revenue. It provides some relief from the catastrophe which might 
otherwise result, but it is not entirely fair to the consumers of the product 
during those years, if it causes substantially higher prices, or to the enterprise 
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and its proprietors, if prices cannot be sufficiently adjusted. Also, where 
the obsolescence affects the entire business, the last years of operation are 
likely to show losses. As in the case of war, preparation should not be 
postponed until the last minute. 

Sometimes obsolescence cannot be foreseen in time to make any pro- 
vision by way of adjustment. This possibility is most serious to the manage- 
ment. 

The potentiality of sudden obsolescence, whether or not foreseeable 
shortly before it occurs, justifies a larger annual allowance than the esti- 
mated physical useful life of the property would appear to indicate. 

The Supreme Court has defined obsolescence as the result of superses- 
sion, shifts in population, inadequacy, loss of trade, prohibitory legislation, 
improvements in the art or other causes affecting the relative usefulness of 
productive property. U.S. Cartridge Co. v. United States, 284 U.S. 511. 

Wooden ships and wooden railroad cars became obsolete when the use 
of steel for building ships and cars proved successful and popular because 
of greater safety. This is an example of supersession. It absolutely destroyed 
the wood shipbuilding industry, but the manufacturers of wooden cars adapted 
their plants to the construction of steel cars. 

Shifts in population have caused many manufacturing plants to move 
to the West, where they obtained the advantage of a more central location 
for shipping. This would not have been true except for the fact that the 
growth of population in the West provided new markets. 

A machine operating as well as when new may prove wholly unequal 
to keeping up with the requirements of a growing business. In such cases, 
it is frequently found economical to discard the old machine and install a 
new one of greater efficiency, rather than to keep the old and add a new 
machine of the same type. This policy is often due to lack of available space 
for additional machines. Here we have an example of inadequacy. 

Sometimes the efficiency of a type of machine is so improved that it is 
profitable to discard comparatively new machines and install the improved 
models. This illustrated obsolescence is caused by improvement in the art. 

One method of providing for unpredictable obsolescence is to maintain 
a large reserve for contingencies. Such a reserve is undoubtedly advisable 
in any event, but does not operate to distribute the cost of assets against 
their products but rather distributes it against the entire income from all 
sources. Hence, this method is of no value in pricing or rate making, and, 
in addition, the amount of cost which should be apportioned to product in 
order to make reasonable provisions for unpredictable obsolescence would not, 
under this method, be included for income tax purposes, in the deduction 
from gross income for depreciation, which should be claimed, even though 





146 THE MANAGEMENT REVIEW 


such claim is inconsistent with the present policy of the Bureau of Internal 
Revenue. 

It seems that good business management requires that substantial addi- 
tions should be made to usual annual depreciation allowance to take care of 
unforeseeable obsolescence, and that reliable data should be gathered by a 
research body of unquestioned integrity as a basis for such additions. The 
proposed survey with respect to depreciation and obsolescence to be made 
by the Institute for Economic Research under the leadership of Prof. Richard 
T. Ely is particularly appropriate at this time. Had he lived, the late Col. 
Malcolm C. Rorty would have taken an active part in this movement. 


Mr. Horne is a member of the New York Bar, 
and Counsel for the Institute for Economic Re- 
search. He formerly was Special Attorney for the 
Bureau of Internal Revenue, and Specialist in Fed- 
eral Taxation. 

The accompanying article was written from an out- 
line by the late Colonel Malcolm C. Rorty who, 
shortly before his death, consulted with Mr. Horne 
on its preparation. The article is written in two 
parts; the second part to appear in the June issue 
of The Management Review. 





Current Comment 


SOCIAL INEQUALITY 


Sociat inequality characterizes 
every social group, large or small, civilized or primitive. Po- 
litical party or criminal gang, college or church, labor union 
or business firm, tribe or empire—any group of persons can 
function efficiently only when organized into a pyramid of 
authority and influence. 


Even communistic and socialistic societies, while advocating 
equality in society at large, find themselves unable to estab- 
lish it within their own ranks. As one prominent sociologist 
points out, these “levelers" tend to develop within their own 
organizations a higher degree of inequality and oligarchy 
than most other social groups, and when they become vic- 
torious they often “exhibit a greater cruelty and contempt 
toward the masses than former kings and rulers." (P. Sorokin, 
"Social Mobility,” p. 16.) 


Russia, for example, may have less inequality of money in- 
come than the United States, but the total social inequality 
there is undoubtedly greater than here. The difference in 
power and prestige between Stalin and the average Russian 
peasant or worker is much greater than the gap between the 
richest and the average American, or between the president 
of the United States and the humblest citizen. 


The members of the Russian Communist Party constitute a 
highly privileged oligarchy. It is only Communist officials who 
possess automobiles, chauffeurs, and private railway cars. It 
is they who attend the horse races, the banquets, and the 
splendid balls. Only they may travel readily in Russia or 
abroad, and their children have first choice of schools and 
occupations. The Russian workers, on the other hand, have 
fewer rights of collective bargaining and agitation of griev- 





ances than in any important country except perhaps Nazi Ger- 
many. And at the bottom of the Russian social scale the 
former priests, business men, and successful farmers are in a 
legal and economic position more defenceless and insecure 


than that of the Untouchables of India. 


Social inequality, therefore, as the Russian experiment shows, 
may be intensified rather than diminished when arbitrary con- 
fiscation of wealth is the leveling method applied. The in- 
equality is merely transferred from the economic to the polit- 
ical field, one set of masters is exchanged for another, and the 
new masters are apt to prove more tyrannical than those they 
dispossess. In addition, general impoverishment for the masses 
is likely to ensue while the new masters learn their trade. 


Even such apparently obvious and simple remedies for in- 
equality as progressive income and inheritance taxes, when 
carried beyond a certain point, throw rich properties into the 
hands of the government, and thus may bring about a State 
Capitalism in which the individual citizen becomes a mere 
pawn of bureaucrats bent on suppressing all competing private 


enterprise. 


Insofar as these taxes, furthermore, discourage enterprise 
or eat into the national capital they will destroy our national 
prosperity; and events have shown that general prosperity is 
the very bed-rock necessary for any real and lasting democ- 
racy. 

Sheer reduction of social inequality, however, is much less 
important than improvement in our methods for selecting our 
leaders and training them for efficient service. 


To provide that power shall not be obtained in politics or 
in business by debauching the rank and file with false promises 
and inferior goods; to set up controls for preventing our 
leaders from using their power for their own ends at the ex- 
pense of the general welfare; and to train the general run of 
citizens to recognize, respect, and accept the leadership of 
qualified persons—these are vastly more important objects of 
statesmanship than mere reduction in disparities of wealth 
and income. 

Vv. ORVAL WATTS, 
Antioch College. 
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GENERAL MANAGEMENT 


The Bill for Hard Times 


After the catch phrases are removed from 
the platitudes and the platforms of a cam- 
paign year, the residue of conflict is what 
the chemists call a trace. This “trace” is 
the fact that we must discover how, under 
the profit system, to use continuously our 
huge productive capacity for the mainte- 
nance of a decent standard of living for 
all the people, or take our chances with 
communism, fascism, Hitlerism, or what- 
ever “ism” ten or twenty millions of hun- 
gry men may adopt in the next depression. 
Let us hold fast to these admitted facts: 
comsumption regulates production, and for 
most of us very little consumption is pos- 
sible without money. 

In the next depression, as in the last, 
there will be only three ways of caring for 
the workers whom private industry dis- 
cards: public works, doles and charity. 
Charity is the least of these. The dole is 
a confession of the failure of a nation to 
take its chief economic problem in hand 
and solve it. But shall we try long-range 
planning of public works again as a means 
of preventing depressions, after it has failed 
us this time? We have never had long- 
range planning of public works. All we 
have had is long-range planning to plan. 
Shall we plan now to use timely govern- 
ment expenditures as a means of prevent- 
ing another depression, or shall we cling 
to the traditional policy of waiting until 
millions are thrown out of work, and then 


make a frantic, wasteful, haphazard attempt 
to bolster things up? 

The great loss of the depression was the 
loss of the goods and services which were 
not produced. It is a loss of real com- 
modities and services—oranges, shoes, 
books, houses, dynamos, and ten thousand 
other things which were not produced in 
the past five years. The education which 
was not provided, solely because fifty thou- 
sand trained men and women who wanted 
to teach were not allowed to teach, is a 
total loss. No child who was ten years 
old in 1932 will ever be ten years old 
again. No child whose teeth kept on decay- 
ing during the depression, solely because 
he could not have the services of dentists 
who sat in their offices waiting for patients 
who did not come, will ever have good 
teeth. 

Those who are trying to make the pub- 
lic debt a major issue of the campaign 
refuse to take arithmetic seriously. They 
regard addition and subtraction as emo- 
tional experiences. Whatever is paid by the 
next generation, as interest on the debt, is 
paid to the next generation. As with wars 
against foreign enemies, so with wars 
against business depressions: insofar as 
these wars are internally financed, the costs 
are not passed on, All the real wealth 
that is destroyed, while a war is on, al- 
ready has been produced. All the high- 
ways, harbors, power plants, post offices 
and other public works which are created 


* For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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during a depression, in connection with in- 
creasing the public debt, are public prop- 
erty. The function of the next genera- 
tion is to enjoy this wealth, not to create 
it. By William Trufant Foster. Survey 
Graphic, April, 1936, p. 200:7. 


New Series of Statistics on Construction 
Costs of Small Houses 


Figures have been compiled by the Fed- 
eral Home Loan Bank Board which show 
that costs of building the same type house 
vary from 18.0 to 26.8 cents per cubic foot 
in 27 cities. The Board will extend the 
coverage for which such figures will be 
computed and will publish them quarterly 
as a guide to trends in house-building costs 
within given areas. The preliminary re- 
sults of the Board’s study show consider- 
able differences in the price of the specified 
type of house within the same State. Meth- 
ods used in making the estimates have been 
outlined in the original study and are sum- 
marized in this article. Monthly Labor Re- 
view, March, 1936, p. 647 :2. 


Watch Consumer Cooperatives 


The consumer cooperative movement is 
making an eager bid for a share of the 
country’s business. In its plans the con- 
sumer cooperative is not dissimilar to the 
retailer cooperative. It plants the owner- 
ship in, and distributes its patronage re- 
funds to, the consumer and enjoys a well 
established producer cooperative founda- 
tiom eager to extend its activities for a 
complete cooperative production and dis- 
tribution system. 

The consumer cooperative has much of 
the support that the retailer cooperative 
was denied—the active promotional sup- 
port, not only of university and church 
organizations, but of the Federal Govern- 
ment as well. It is claimed that approxi- 
mately 7,000 cooperative societies of all 
classes are operating in the United States 
today with approximately 2,000,000 mem- 
bers, and with memberships growing. 

Although American cooperatives cannot 
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rival those of Europe which in certain 
countries average 40 per cent of all retail 
and wholesale distribution, they are far 
enough advanced to give us an idea of the 
direction we are going. If private enter- 
prise insists on ignoring the cooperative, 
the day seems not far distant when it may 
see itself replaced; and if it does not ac- 
cept a reasonably effective control, it will 
speed the growth of a formidable competi- 
tor with increasing political power. 

The time has come when the competitive 
system can no longer deny the producer 
and the consumer participation in determin- 
ing its policies and practices if it would 
hold its place. The interests of the pro- 
ducer, distributor, and consumer, despite a 
seeming antagonism, are actually com- 
pletely harmonious. A program of con- 
sumer enlightenment must be started. And 
when intelligent recognition of this mu- 
tuality of interest prevails, then private 
competitive enterprise in distribution will 
promptly undertake to: 

1. Put its house in order. 2. Give greater 
recognition to the interests of the consumer 
in the determination of policies, practices 
and price. 3. Sponsor and direct a sus- 
tained educational consumer program in 
behalf of the economic and social benefits 
of private competitive enterprise. By 
Charles H. Janssen. Nation's Business, 
April, 1936, p. 45:4. 


Guilty? Yes and No, Mr. Sloan 


Making reply to a recent article by Al- 
fred P. Sloan, Jr., entitled “Has Advertis- 
ing Kept Up With the Procession?” this 
advertising man says it has and it has not. 
Specifically : 

Advertising can only be as “original” as 
the merchandise which it portrays. Manu- 
facturing is done in terms of material sub- 
stance while advertising is produced in 
terms of emotional impulse, and one must 
accept the other on faith. Advertising is 
a psychological specialty and the manufac- 
turer must accept the judgment of his own 
specialists. Advertising has proved “fairly 
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good” at discovering themes and directing 
campaigns along the lines of least sales 
resistance. The onus for some of the in- 
effectiveness of advertising rests upon lack 
of “plain old-fashioned honesty” on the part 
of advertisers themselves. 

On the other side of the ledger: 

Most advertising lacks effectiveness when 
judged on the basis of its being seen, read, 
believed, and acted upon. Not more than 
50 men in the country can measure up to 
the standard to make it effective. Adver- 
tising is limited in effectiveness to inalter- 
able human fallibility. Most ad writers 
cannot write. Most writers know nothing 
about the power of understatement, and 
much advertising is not plausible. Too 
often the copy writer is not himself sold on 
the product he is attempting to sell to 
others, and the responsibility for that lies 
often in the multiplicity of his conflicting 
corporate interests. Agencies fail to stick 
just to advertising and undertake far too 
much in seeking court favor with their 
clients. Advertising’s one spot of mortal 
vulnerability is its wastefulness. By Homer 
McKee. Commerce, April, 1936, p. 15:4. 


The American Bent for Planning 


Planning is the very stuff of which civili- 
zation has been made. Repeatedly we hear 
it said that America has reached its present 
high average of well-being by rugged in- 
dividualism and without planning. Insofar 
as this is true, at what price was it 
achieved? America is like a young man 
who has set up in business with money in- 
herited from his father. So long as his 
checks are honored at the bank he can be 
prosperous. 

In spite of the claim that America has 
developed without planning, there have 
been instances of regional planning. As an 
example, the harbor facilities about New 
York City lay in two states, and were not 
controlled by any single government 
agency. So the Port of New York Au- 
thority was formed by agreement of the 
states and the national government, and has 
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been planning the water terminals, tun- 
nels, and bridges in that area. 

Planning of several kinds for a par- 
ticular region is now under way in the 
Tennessee Valley—river control, soil ero- 
sion and reforestration. No private com- 
pany would undertake this program of soil 
erosion. There is no profit in it. But 
unless it is done this region will be de- 
stroyed like large parts of Greece, Spain, 
and China. 

And this regional planning can be ex- 
tended into national planning. There is no 
traditional line at which men must stop in 
their efforts to bring order out of chaos; 
no limits need be set on our hopes for a 
more inclusive and masterly synthesis of 
natural forces. By Arthur E. Morgan. 
Survey Graphic, April, 1936, p. 236:5. 


Leadership er Scientific Scholarship? 


Researchers from the graduate schools 
are frequently hailed as the future leaders 
of the engineering profession. But much 
depends on what is meant by leadership. It 
seems quite obvious that scholars and 
investigators will become the leaders in the 
highly intellectual and scientific divisions 
of engineering. It is not so immediately 
evident that research is the best training 
for those leaders in a larger and broader 
way who control vast enterprises and proj- 
ects, and inspire and direct hundreds or 
thousands of men—the administrators of 
industry. 

The researcher is familiar to all of us. 
He is an intellectual colossus. He is a 
specialist, in ferrous metallurgy, or dy- 
namics, or electronics. He is not broad in 


- interest or effort; he cannot be. His stud- 


ies are so deep and exhaustive that he must 
confine them to a very narrow area. Fa- 
mous scientists habitually amaze people by 
their naive opinions about things which are 
not scientific. 

We all like to think that leadership calls 
for extraordinary mental power but there 
seems to be no good reason for thinking so. 
In the writings of those who have inves- 
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tigated the requirements for leadership, it is 
difficult to find exceptional intelligence 
mentioned anywhere as a requisite. The 
leader must, of course, have intelligence, 
but he need not be an intellectual. He 
thinks, but to immediate purpose. 

Just how are the colleges to carry out 
their dual responsibility of training for 
research and training for leadership? 

1. College faculties should seek for 
breadth rather than for specialization in 
the curriculum. 2. Maintenance of an 
atmosphere in the college much more favor- 
able to management than obtains today. 3. 
Emphasis on the superiority of the lead- 
ership function. 4. Recognition of leader- 
ship in the placement of graduates. By 
Clement J. Freund. Mechanical Engineer- 
ing, April, 1936, p. 230:3. 


Science and the Problems of Society 


Owing to the pressure of vested interests, 
most of the money spent on research in ap- 
plied science goes for technical industrial 
problems and on war. The interests of 
the consumer and the individual are con- 
sistently subordinated to those of the pro- 


ducer and the State. Human health and 
happiness could be enormously increased by 
research on psychology, health and educa- 
tion, or even by the application of existing 
knowledge in these fields. 

The misapplication of science is illus- 
trated in agriculture, where there has been 
great biological achievement, and yet, 
wheat-growing nations have sought to re- 
duce wheat areas. The increased use of 
milk in the schools is, ironically enough, 
not the work of the Ministry of Health or 
the Board of Education, but of the Milk 
Marketing Board—as a means of reducing 
surplus stocks of milk. 

It ought to be possible to bring up a gen- 
eration of children who would be free from 
complexes or the excessive sense of sin 
which is the cause of so many mental dis- 
orders—who would live a saner and hap- 
pier life and who in later life would not be 
swept by mass hysteria or captured by 
the emotional slogans of this or that party. 

There should be more research on socio- 
logical and psychological questions. By 
Julian Huxley. The Human Factor, April, 
1936, p. 125:4. 


FINANCIAL MANAGEMENT 


The Social Security Act and Credit 
Control 


The immediate concern over the problem 
of credit control can be traced to the huge 
volume of excess reserves which have ac- 
cumulated until they now exceed $3,000,- 
000,000—an amount of free reserves previ- 
ously undreamt of in the history of the 
world. But in all the current discussion 
no attention has been paid to the potential 
influence of the Social Security Act upon this 
situation—although there can be no deny- 
ing the tremendous role which this Act can 
play in any program of credit control. 

Numerous estimates have been made of 
the amount of money involved in carrying 
out the social security program; these esti- 
mates have one thing in common--the huge 


size of the amount involved. By 1940 about 
$7,000,000,000 will have been accumulated— 
certainly enough to give the Secretary of 
the Treasury control over the money mar- 
ket. 


With this money the Secretary of the 
Treasury can do one of three things: he 
can buy government securities from the 
Reserve Banks; he can buy them from in- 
dividuals or member banks; or he can keep 
the funds uninvested. 


The key to the discussion lies in the lag 
between the receipt of funds by the Treas- 
ury and their investment. The Act speci- 
fies little in this respect. It merely states 
that the Secretary of the Treasury shall 
invest such portion of the funds as is not 
necessary to meet current withdrawals. If 
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the Secretary believes it advisable to hold 
large amounts of cash on hand, a profound 
effect will be worked upon reserve bal- 
ances. By Jules Backman. Trust Com- 
panies, March, 1936, p. 263:5. 


Home Ownership of Industry 


The foundation of economics is the in- 
genuity with which people act to protect 
that which they possess. New federal in- 
come tax procedure giving local assessors 
access to security holdings of individuals is 
expected to drive investors into home- 
owned industries; i. e., industries incor- 
porated in the states in which they reside. 
In nearly all states such securities are 
exempt from personal taxation. 


The holder of a stock paying 3 per cent 
will be obliged to schedule it roughly at 
22 per cent of its value. Where the tax 
is $7 he will pay 1.54 to local taxing bodies 
and keep 1.56 for hmself. Out of his share 
he must pay income tax and he has already 
indirectly paid heavily to the government 
from the corporate treasury before his divi- 
dends were handed to him. 

The point where these tax exactions will 
drive the investor into an examination of 
exempt industrial securities is believed to 
have been reached and it is probable that 
the next year will see a drift back to home 
ownership in industry. By H. I. Metcalf. 
Commerce, March, 1936, p. 13:3. 


Economic Recovery and Monetary 
Stabilization 


Full attainment of economic security is 
impossible unless there is monetary stabili- 
zation among the principal world nations. 
By stabilization is meant the re-creation of 
an international monetary system based on 
gold. In 1933 the United States was the 
obstacle to such stablization but now Amer- 
ica has declared that when the world “is 
ready to seek foreign exchange stabiliza- 
tion, Washington will not be an obstacle.” 
Today Great Britain is the obstacle. 

There are seven essential reasons for 
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British hesitancy besides the fact that as 
long as the sterling areas hold together, 
that particular group is enjoying relatively 
stable monetary relations: 

First, the Chancellor of the Exchequer 
declared in 1933 that it was a condition of 
return to the gold standard that the world 
level of wholesale commodity prices must 
recover sufficiently to restore equilibrium 
between costs and prices, so that an eco- 
nomic return might be had. Since then, 
these prices have risen substantially, and 
more adaptation of cost to prices has every- 
where occurred. 

Second, the Chancellor stated that ex- 
change restrictions and the prevailing ab- 
normal impediments to the flow of commerce, 
such as quotas, must be first removed. 
These barriers, nearly all of which were 
imposed after the onset of currency de- 
preciation, are the natural protective re- 
action against floating exchanges and it is 
hopeless to expect any considerable removal 
of them unless the future of exchange rates 
is tolerably certain. 

Third, the Chancellor announced that 
the gold standard should, in the future, be 
so administered that wide fluctuations in 
the purchasing power of gold, attributable 
to monetary causes, would be minimized. 
The Bank for International Settlements 
has continuously studied the methods of 
attaining this end. 

Fourth, the Chancellor stated that the 
British external balance of payments must 
be brought in equilibrium. Since the crisis 
began, every land has been progressing 
deviously toward this indispensable equili- 
brium. 

Fifth, Great Britain must increase its 
gold reserve. This has been accomplished. 

Sixth, Great Britain fears to stabilize 
because of her uncertainty about the out- 
come of the American monetary and fiscal 
policy, with its inescapable repercussions 
upon her own credit structure and price 
system. The answer to this legitimate res- 
ervation must be given by our Government 
through a continuous improvement in its 
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fiscal conduct and by our monetary authori- 
ties in a demonstration that they can and 
will control any inflationary credit ex- 
pansion. 

Seventh, general British opinion doubts 
that the gold bloc can hold until the com- 
bined forces of internal deflation and the 
rise of prices abroad bring this area into 
equilibrium with the outside world. Until 
this battle is clearly won or definitely lost 
no negotiations can successfully be com- 
menced. 

The author then analyzes in detail the 
contributions the United States will be 
called upon to make toward the restora- 
tion of confidence and effective working of 
the new gold standard. 

“The world awaits a courageous move 
that holds out hope of founding a restora- 
tion of economic prosperity upon ground 
firmer than the shifting currency values 
that now prevail. To have assurances that 
America will not be an obstacle is heart- 
ening. To have America demonstrate, by 
sound monetary and fiscal example, that 


she comprehends the practical implications 
of these assurances, would be inspiring.” 


By Leon Fraser. Vital Speeches of the 
Day, April 20, 1936, p. 450:4. 


Gambling: A Knife in the Back of 
Business 


Many will regard as an outrageous im- 
position upon human credulity the assertion 
that $6,600,000,000 (all in cash) was the 
amount wagered in the year 1935. This 
figure is an approximation, no more, no 
less; but there is every reason to believe 
that well-informed gamblers will consider 
it an insult to their sagacity and enterprise. 

Carefully compiled figures show that 
$500,000,000 was legally wagered at race 
tracks, $1,500,000,000 additional with racing 
bookmakers, $1,000,000,000 spent on “tip- 
sheets.” The remainder was frittered 
away in various lotteries, policy and number 
games and sport pools. 

Money that might have gone for con- 
sumer goods, shoes, clothing, food, shelter 


and other necessities, goes to closely con- 
trolled syndicates. Embezzlements increase 
alarmingly. So do industrial accidents. By 
Howard McLellan. American Business, 
April, 1936, p. 17:5. 


Responsibilities of Credit Management 


Credit management has an obligation to 
economic and business society that is 
greater than that of most other branches of 
business because of its tremendous influ- 
ence on general economic conditions, an 
influence either constructive or destructive, 
dependent on the fundamentals governing 
the underlying policy and, of course, on the 
judgment exercised in the administration 
of such policy. 

The underlying fundamentals are: 1. 
That credit must be supported by definite 
and tangible evidence of responsibility, 
either moral or financial, or both; 2. That 
established credit terms must be respected 
and enforced; 3. That credit management 
must be independent and apart from sales 
management. 

The Associated Oil Company, San Fran- 
cisco, Calif., with 155 wholesale or dis- 
tributing plants and upwards of 75,000 cus- 
tomers, adheres to these fundamentals of 
credit practice. It recognizes, however, 
that in the final analysis results are the 
outcome of intelligent administration, and 
this is borne out by the steps taken to in- 
sure maximum benefit of its credit policy. 
These steps are: 1. A well trained per- 
sonnel to handle credits; 2. A decentralized 
credit department, conforming as closely 
as possible with the sales department; 3. 
Division credit managers who report to 
and are responsible to the credit manager 
in the home office; 4. A credit manager 
who must report to and be responsible to 
the executive management; 5. Collection of 
outstanding accounts by the salesmen, and 
current reports from them on collection 
efforts and collections actually effected. 

The three primary objectives of this pol- 
icy and procedure are: 1. Normal increase 
in sales and in product representation; 2. 
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Normal average liquidation peried of ac- 
counts receivable (calculated on a basis of 
established credit terms); 3. Normal bad 
debt losses. 

In 1935 this company showed an increase 
| of 25.1 per cent in unit gallons sold and 
an increase of product representation, main- 
taining at the same time an average liquida- 
tion period of accounts receivable of not 
more than 29.6 days, and confined its bad 
debt losses to a nominal figure. By A. A. 
Hock. Executives Service Bulletin, April, 
1936, p. 3:2. 


Changes in Cost of Living 


Average living costs in 32 large cities of 
the United States increased seven-tenths 


INSURANCE* 


Supplemental Contracts 


The new supplemental contract extends 
the coverage of the standard fire policy to 
include the hazards of windstorm, hail, ex- 
plosion, riot, aircraft, motor vehicles and, 
in the Middle West and South, smoke. Its 
permissible use has been extended to all 
classes of risks, with a few specified ex- 
ceptions, and a contract of this class will 
probably be available in practically all the 
states at an early date. 

In view of the savings in handling, the 
combined coverage can be written at a ma- 
terially lower cost than the sum of the 
charges for the separate contracts. In 
addition to the saving in cost, it is of great 
advantage to an assured to have all of these 
covers in one contract, thereby eliminating 
any question or argument as to which peril 
is primarily responsible for the loss. The 
contract contains the so-called “Bridging- 
the-Gap” clause, making the company re- 
sponsible under the supplemental contract 
for the direct loss or damage by fire which 
immediately follows the fall of the build- 
ing insured, or any material part thereof, 


* Insurance abstracts are contributed by P. D. 
Company. a 
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of 1 per cent between October 15, 1935, 
and January 15, 1936. Increases occurred 
in 29 of the 32 large cities for which data 
were obtained by the Bureau of Labor 
Statistics, due particularly to advances in 
food costs, but also to slight rises in the 
cost of clothing, rent, and fuel and light. 

The index on January 15, 1936, in the 
32 large cities combined was nearly 3 per 
cent higher than it was 14 months before, 
on November 15, 1934. Since the low point 
in June, 1933, living costs have advanced 
more than 9 per cent for wage earners and 
lower-salaried workers. Eight tables are 
contained in the article. United States 
Government Printing Office, Washington, 
1936. 24 pages. 


providing the fall is the direct and imme- 
diate result of damage by any of the perils 
insured against under the supplemental con- 
tract and if such fall voids the fire insur- 
ance under the “Fallen Building” clause in 
the fire contract. 

Most of the forms are “one-item,” mean- 
ing that all the coverages must be carried. 
Where there are two or more fire policies 
on the same property, the supplemental con- 
tract should be attached to all of them. The 
Spectator, April 9, 1936, p. 18:2. 


Chemical Fire Hazards 


This is an interesting article by the Su- 
pervisor, Conservation Department, Na- 
tional Board of Fire Underwriters. It has 
now been proved that ordinary dust when 
thrown into the air may be exploded by 
an available spark. There is enough dust 
in the basement and attic of many homes to 
blow them apart, should the right propor- 
tion be in suspension; this naturally also 
applies to industrial operations. 

Very little thought had. been given to 
the combustibility of the lining substances 


Berrertey, Assistant Treasurer, Graton & Knight 
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in air conditioning systems until a serious 
fire occurred recently ina New York thea- 
ter. Ethers, alcohol and petroleum prod- 
ucts have definite fire hazards. Such in- 
nocent appearing stocks as umbrellas with 
handles and tips of celluloid have caused 
fires of extreme intensity. 

Five hours after a small fire a fireman 
fainted and failed to respond to first-aid 
treatment, while two others collapsed. The 
doctor diagnosed all three cases as result- 
ing from fumes of nitric acid. 

Fumigating in operations may present a 
serious fire danger when a highly inflam- 
mable fumigant is used. It is dangerous to 
breathe any fumigant. Many metals have 
a chemical reaction with water, in which 
the oxygen of the water is combined with 
the metal and hydrogen is liberated. For 
fires involving these materials, the use of 
sand, ashes or rock dust is recommended. 

In the past ten years it is said that deaths 
from carbon monoxide poisoning have in- 
creased 500 per cent. It is important to 
bear in mind that conditions found in an 
ordinary slow dry-goods’ fire are similar 
to those in a closed garage with the engine 
running. 

Ethylene is a combustible gas and will 
explode in the presence of a source of igni- 
tion when mixed with the proper proportion 
of air. Chlorine is a gas extremely dis- 


OFFICE MANAGEMENT 


How McCormick’s Speeded Up Their 
Orders and Cut Down Clerical 
Routine 

In this article the treasurer, McCormick’s 
Limited, London, Ontario, outlines the new 
method of invoicing which his company has 
adopted and which has shown a substantial 
savings in carbon costs, labor and materials. 

All orders are written up by the sales- 
men who use an aniline dye pencil, one 
copy only of each order being sent in to the 
office. This order passes through the 
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agreeable and injurious when breathed, and 
if it is inhaled for a long period, it will 
cause death. 

Rubber is a hazard since with oxygen 
usually present, chemical action produces 
carbon dioxide and other gases in sufficient 
quantities to cause death when breathed for 
a relatively short space of time. By T. 
Alfred Fleming. The Insurance Broker- 
Age, February, 1936, p. 3:2; March, p. 
10 :2. 


Laws Reach Driver at His Home 


Whenever a tourist leaves his home state 
he runs the risk of being dragged away 
from home to defend himself in a strange 
court against a claim for damages. A 
driver who is involved in an accident outside 
his own state can be summoned back to 
the scene of the accident on a suit for dam- 
ages, and if a judgment for damages is 
rendered against him, it can be taken to 
any state in the Union where he has 
property and the property can be seized to 
pay the judgment. The cost and difficulty 
of making a defense away from home is 
paralyzing to the average driver, unless 
public liability and property damage in- 
surance is carried, which is extra territorial 
in effect. The Casualty Insuror, March, 
1936, p. 3:2. 


credit department where a numbering ma- 
chine registers it in aniline dye. It is then 
checked to make certain that prices, etc., 
are correct, after which it is handed to the 
Ditto operator who makes the required 
number of copies. In some cases only two 
copies are required, but sometimes seven 
or eight are needed. At the same time the 
Ditto operator is able to run off the re- 
quired number of labels, which are made at 
a rate of one a second. The original order, 
or what is better known as the master copy, 
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is then filed in a specially designed nu- 
merical file together with copies of the 
order which are not required for shipping. 
A copy of the order is forwarded via pneu- 
matic tube to the shipping department, 
where it is filled and then returned to the 
ofice. By E. G. Brown. Office Manage- 
ment, March, 1936, p. 10:3. 


Some Human Aspects of Office 
Organization 


The increasing scope of the office in 
modern business makes it important that 
the clerical staff should be carefully selected 
and trained. Modern methods of produc- 
tion and stock control call for such things 
as order and sales analyses, sales forecast- 
ing, cost investigation, and a multitude of 
statistics relating not only to the particular 
business concerned, but also to the whole 
industry, involving a considerable widen- 
ing of the field covered by the clerical staff. 

The author deals with the value of good 
physical environment in the office and em- 


phasizes the extent to which the efficiency 
and happiness of clerical workers are 
affected by such matters as supervision and 


interdepartmental relations. From the 
point of view of efficiency it is of the ut- 
most importance that all clerical routines 
and systems should be subjected to a peri- 
odic review by someone who is independent 
of the department concerned. This has the 
added advantage of drawing departments 
together in a common purpose, and re- 
ducing inter-office friction. By E. S. Byng. 
The Human Factor, April, 1936, p. 136:6. 


Form Letters DO Collect 


Although we have fallen of late into deep - 


contempt of the form letter, it has many 
merits of importance. Here is a plan for 
using form letters that is based primarily 
on the necessity of “knowing the debtor” : 

As accounts become delinquent and do 
not respond to a friendly reminder, they 
are immediately analyzed and broken down 
into classes or groups, based on the analysis 
—just as a commercial rating agency ana- 
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lyzes an account. The only difference is 
that instead of giving the customer a rating 
the account is placed in a class: careless; 
slow vay with small capital; slow pay with — 
moderate capital; slow pay with sufficient 
capital; involved accounts; seasonal ac- 
counts, etc. 

For each class of accounts there is a 
series of form letters. So after an account 
is classified, it is marked accordingly and 
turned over to a clerk and is automatically 
set on the road toward a definite conclusion. 
If no results are obtained from the series 
of letters, it is referred back to the credit 
manager to decide what action should be 
taken. 

Each company can build up its own letter 
series of form letters. So after an account 
law is built up—through cases in the past. 
Find the letters adapted for each kind of 
account—letters that worked; find letters 
that are adapted to the various stages of 
the account. By E. B. Cantrell. Credit 
and Financial Management, April, 1936, 
p. 14:3. 


A Statistical Survey of Public Opinion 


This study is the second of two surveys 
by the National Industrial Conference 
Board into the field of public opinion on 
economic problems. The first survey was 
made in October, 1934. 

Public opinion can only be measured, it is 
stated, as it is crystallized in approval or 
disapproval of specific principles or pro- 
grams of which the public has some knowl- 
edge. It was assumed that there is no sin- 
gle group in the United States that would 
be more likely to have direct and adequate 
knowledge of public attitudes toward cur- 
rent economic and social problems than 
the editors of newspapers and farm jour- 
nals throughout the country. 

Accordingly, the editors of all newspa- 
pers and farm journals in the United States 
were asked to state their considered judg- 
ment of the preponderant opinion of the 
public in their communities concerning a 
number of economic and social problems 
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uppermost in public discussion. A ques- 
tionnaire was sent out composed of 39 
questions and 13 sub-questions, arranged 
under four general headings: Social Se- 
curity, Cost of Government, Government 
and Business, and Government and Labor. 
The answers to these questions are tabu- 
lated in 53 tables included in the report. 
National Industrial Conference Board 
Studies, Number 222, April, 1936. 56 pages. 


Uniform Accounting Procedure for 
Armstrong Cork Wholesalers 


Armstrong Cork Company has distrib- 
uted to the wholesalers of their floor cover- 
ings and sundries a manual suggesting a 
uniform accounting practice. This manual 
was prepared after study and field research, 
under the direction of G. M. Arisman, Con- 
troller, and Earl Green, Chief Accountant 
and Auditor of the company. In connec- 
tion with its use there is a plan for the 
Controller’s Department to serve as a clear- 
ing house to consolidate operating state- 
ments so as to enable the individual whole- 


saler to compare his showing with that of 
the group average. 

The manual includes an explanation of 
general principles and sections as follows: 
Chart of Accounts—Balance Sheet Ac- 
counts, Chart of Accounts—Income and 
Expense Accounts, Explanation of Balance 
Sheet Accounts, Explanation of Income and 
Expense Accounts, and Inventory Proced- 
ure and Stock Control. Armstrong Cork 
Products Company, Floor Division. 1936. 
28 pages. 

The Visiting Nurse 

The cost of a visiting nurse to this com- 
pany averages about $1 a visit, and is more 
than made up for by the reduction in ab- 
sences. In addition, the information the 
nurse brings back about the condition of 
the employee, his environment, etc., is very 
helpful to the personnel department. The 
employees do not consider the nurse as an 
intruder, and actually look forward to her 
visit. By Harold T. Young. The Office 
Economist, March-April, 1936, p. 6:2. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, Wage Theory, 
Immigration 


Behavior of the Automobile Industry in 
Depression 

This article by the chief statistician of 
the Chrysler Corporation is well dotted 
with charts showing various phases of the 
behavior of the automobile industry in the 
past depression. Some of the things which 
the article covers are: the significance of 
the automobile industry, the effects of de- 
pression on automobile sales in rural and 
urban areas, in occupational groups, and 
on exports; prices and values; auto prices 
and other prices; wages in automobile 
costs; automobile prices; the life of a car; 
the used car market; wages and earnings; 
and progress in employment stability. 

Mr. Scoville foresees greater activity for 
the automobile industry not only in the 


near future, but in the distant outlook. 
By John W. Scoville. Address delivered 
before the Econometric Society, Roosevelt 
Hotel, New York, December 30, 1935. 31 
pages. 


Women Workers and Labor Supply 


One of the popular notions caused by the 
unemployment during the depression is that 
women have displaced men in gainful oc- 
cupations. 

This notion fades, however, when sub- 
jected to all the essential available data 
bearing upon the relation of women work- 
ers to the total labor supply. Evidence of 
the substitution of female for male workers, 
or of the “encroachment” of women in male 
occupations, is almost entirely lacking. 
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The increase in women workers is due to 
the fact that the male population of work- 
ing age cannot supply the enlarged working 
force now required, as a consequence of 
the introduction of many new types of ser- 
vice and the huge expansion in some of the 
older types. 

“Extensive research into the available 
sources of information concerning the effect 
of the depression on the employment of 
women indicates that, on the whole, unem- 
ployment was less general among women 
than among men workers. In the recovery 
since 1932 the reemployment of men pro- 
gressed at a more rapid rate than the re- 
employment of women. At the end of 
1934 the indexes of female employment in 
nearly all types of occupation stood at a 
higher level than those of male employ- 
ment.” National Industrial Conference 
Board Studies, Number 220, February, 
1936. 42 pages. 


Wage Executions for Debt: 


A recent study, conducted jointly by the 
Bureau of Labor Statistics and the Rus- 
sell Sage Foundation, revealed that debts 
for clothing accounted for almost half of 
the wage executions served upon em- 
ployees of 174 companies during a period 
of three months. About three-fifths of 
the wage executions were for amounts less 
than $25. There appeared to be little rela- 
tion between the amount of the weckly 
wage and the size of the debt for which 
wage execution was resorted to. Approxi- 
mately two-thirds of the wage executions 
in the sample were garnishments and one- 


Shop Methods: 


Working to Music 
The Standard Motor Co., Ltd., Canley, 
Coventry, England, one of the large auto- 
mobile manufacturers in that country has 
found that the broadcasting of music in 
part of their factory has had a beneficial 
effect on the spirit of the workers, has 
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third were wage assignments. By Rolf 
Nugent, John E. Hamm and Frances M. 
Jones. Monthly Labor Review, March, | 
1936, p. 578:14. 


A Brief Explanation of the Social 
Security Act 


This very small pamphlet gives an ex- 
planation of the provisions of the Social 
Security Act including unemployment 
compensation, old-age assistance and old- 
age benefits, security for children, aid to 
the blind, extension of public-health serv- 
ices, and vocational rehabilitation. There 
are also several pages under the heading 
of taxes, which deal with the taxes im- 
posed by the Act. Informational Serv- 
ice, Circular No. 1, The Social Security 
Board, Washington. 13 pages. 


Wages, Hours, Employment, and Annual 
Earnings in the Motor-Vehicle 
Industry, 1934 


Workers in the motor-vehicle industry 
averaged about 70 cents per hour in 1934, 
but because of irregularity of employment 
their annual earnings from individual 
plants averaged only about $900. Rela- 
tively small additions to annual income 
were obtained by secondary employment, 
it being estimated that half the workers 
who were employed by motor-vehicle 
plants during the busy season of 1934 
earned wages of less than $947 from all 
types of employment during the year. By 
N. A. Tolles and M. W. La Fever. 
Monthly Labor Review, March, 1936, p. 
521 :33. 


Industrial Engineering, Standardization, Waste, Rate 
Setting, Time and Motion Study 


created a cheerful atmosphere, and has 
caused no deterioration in efficiency and 
careful workmanship, A small radio out- 
fit was installed and the music is broad- 
cast for one-hour periods in the morning 
and afternoon. The broadcasting takes 
place in the trimming department which is 
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occupied by a large quota of women and 
girls. Gramaphone records are used. 

It has been found that there is no mind 
diversion to the detriment of the worker’s 
task. The underlying principle is that with 
straight-line production of today, where 
groups of individuals are allotted specific 
jobs, to be constantly repeated throughout 
the working hours, it is natural that a 
suitable outside agency will have a bene- 
ficial effect on the spirit of the employees, 
tending to ease a monotonous routine. The 
Iron Age, April 16, 1936, p. 41:2. 


Check Your Power Rates 


Since nearly every industrial plant now 
draws at least a part of its electrical power 
from a public utility source, and since it 
is frequently up to the industrial consumer 
which of several available rates he desires 
to be billed under, a complete understand- 
ing of both rates and plant operating char- 
acteristics is advocated by the author. 

Under demand charges, it is often up to 
the consumer whether he prefers to be 
billed under assessed or metered demand. 
The author points to different situations in 
which one or the other would be more 
economical. 

Another condition often optional with the 
consumer, is whether he desires to have his 
lighting and power billed through one or 
separate meters. Whichever method will 
throw the greatest number of kilowatt 
hours in the lower rate brackets, points 
out the author, is usually more preferable. 

A few other factors, applicable in differ- 
ent communities, which would make a 
study of rates profitable in cutting down 
operating expenses, are mentioned. By C. 
C. Harrington. Mill & Factory, April, 
1936, p. 52:2. 


Gold in the Water You Waste 


“What can we do to reduce this large 
water bill?” is a question the plant engi- 
neer is sooner or later called upon to an- 
swer. Naturally the first place to look for 


a saving is the department using the larg- 
est amounts of water, of which the com- 
pressor room is a good representative. In 
many installations the amount of water fed 
through the jacket is determined by the 
whim or habit of the operating man—any 
old turn of the wheel and away she goes. 

Obviously the first corrective step is to 
determine the minimum amount of water 
that will cool the compressor. After that 
is determined a large amount of water may 
still be going down the drain. Find out 
how much. Then see if it can be used. In 
one case it was found that the water could 
be piped to a cold water wash tank. 

In many operations water is used and 
then allowed to go down the drain. 
Thought should be given to re-using this 
water with a minimum of installation cost 
to effect the saving. Leaky faucets, and 
continually running faucets should be 
checked with a view to determining inex- 
pensive means to cut these wastes. By J. 
D. Relyea. Factory Management and 
Maintenance, March, 1936, p. 119:3. 


Improving Machine Tool Efficiency 
with Time Study 


The author, Supervisor of Time Study, 
Underwood Elliott Fisher Co., discusses 
three viewpoints on wage incentives. The 
first viewpoint utterly denies their value. 
The second admits their usefulness and 
will install them, but wants them put in 
immediately without time study, correction 
of improper layout, and other important 
phases of production engineering. The 
third accepts incentives and all the neces- 
sary work, changes, etc., that insure their 
being properly set up. 

When time study reveals possible im- 
provement in conditions that may net a 
company a 50 per cent or 60 per cent sav- 
ing, the author points out means of obtain- 
ing these benefits without yielding to the 
tendency to raise rate standards in order 
to cover up managerial deficiencies. The 
Time Study Division must be able to ex- 
press itself freely in any and all conditions, 


dutie 
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and must have 100 per cent cooperation. 
The importance of the Supervisor of the 
Time Study Division, who should be a 
seasoned man unwilling to cater to de- 
partment heads, is apparent. Seven specific 
duties of his position are pointed out. 


Training and Education: Schools, 


Films in the Factory 


From the labor management point of 
view there are three uses of industrial 
films worth consideration: 1. Research; 
2. Technical training and education; 3. 
Psychological and social education. 

Balance can be achieved in unequal pro- 
duction of workers by showing in an easy 
way how some workers obtain a high out- 
put. While fast workers cannot them- 
selves describe how they obtain speed, the 
camera will tell thoroughly. Films can 
also aid in closing the gap between research 
and the practical application of its findings. 
Only too many scientists are concerned 
only with the theoretical aspects of their 
work, and film research is eminently prac- 
tical and capable for almost immediate ap- 
plication of these findings to factory needs. 

Further, the film can be made to take 
the dullness out of a job, by aiding the 
employee in visualizing the importance of 
his work, possibly by showing humorously 
what terrible things would happen if his 
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The author describes an installation of 
incentives in a Milling Department, point- 
ing out the value of the plan, and the pro- 
duction engineering work necessary. By 
Thomas G. Laufer. Mill & Factory, April, 
1936, p. 39:5. 


Libraries, Employee Publications 


work were imperfectly done. 
Small. 
p. 44:2. 


By Ranald 
Labour Management, March, 1936, 


Selection and Training Help Coordinate 
Widely Scattered Personnel 


In this article the president and general 
manager of the Union Ice Company, San 
Francisco, California, tells of a plan of em- 
ployee selection and training which is car- 
ried on continuously and which has helped 
weld the organization into a loyal, effec- 
tive unit. He explains how coordination 
is built by meetings scheduled between the 
workers of nearby agencies and carried on 
by the field men themselves, guided by dis- 
trict supervisors. At such meetings in- 
structive and interesting moving pictures 
pertinent to the industry are shown, with 
discussions from the floor. Entertainment 
and a friendly get-together follow. By 
M. H. Robbins. Executives Service Bul- 
letin, Metropolitan Life Insurance Com- 
pany, March, 1936, p. 3:2. 


MARKETING MANAGEMENT 


Recent Trends in the Development of 
Market Research 

One hundred leaders in market research 
and business enterprise were queried by 
the author of this paper in regard to re- 
cent developments in market research. 
Some of the predictions for the future are: 
manufacturers and marketing companies 
will not do so much, or at least any more 
actual field research work with their own 


personnel than at the present time; market 
research in sales departments may lose its 
foothold; research departments separately 
organized within companies will supersede 
spasmodic efforts; research departments 
within companies will be recognized by 
executives for their value. Independent 
commercial research organizations are ex- 
pected to increase their activities in the 
future. 
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The article says that the five fields of 
market research that have received the 
most attention are: 1. Potential markets; 
2. Selling methods needed to reach certain 
markets; 3. Improvement in sales organi- 
zation and sales methods; 4. Improvement 
in product, package, etc.; 5. Trends of 
consumer demand affecting the sale of in- 
dividual products. By Howard T. Hovde. 
The American Marketing Journal, Janu- 
ary, 1936, p. 3:7. 


To Stretch the Small Budget 


A small budget for advertising and sales 
promotion is often the source of much 
wailing by the young and ambitious adver- 
tising manager. He feels that if he could 
spend more money he could do a real job 
in putting the product up to front. 

Here are ten ideas that may prove to be 
real short cuts to budget stretching: 1. 
In acknowledging orders, the form letter 
can be dropped, and a different letter drawn 
up each week, in which the buyer is 
thanked for his business, and is given work- 
able promotion ideas to help him move the 
goods he bought. The letters are coded, 
and each time a letter is sent to a buyer, 
the code number is entered on the mailing 
card kept for his store. The letters are 
multigraphed in quantities required, head- 
ings filled in, and pérsonally signed. 

2. Let the business papers in which you 
advertise set your advertisements. Most 
of the magazines can give you a good 
selection of type, and a good clean-looking 
ad can be produced. : 

3. Hire an artist on a retainer basis. 
Buying layouts and artwork on a piece- 
meal basis can run into money. 

4. An imaginative advertising manager 
can swing simple promotion stunts that do 
not involve a great deal of expense. 

5. Cooperate with jobbers and distribu- 
tors. Furnish their sales force with sell- 
ing ideas. One idea is a monthly letter 
written in human interest fashion giving 
sales points and promotions that will make 
the product sell. 





6. The company’s sales force should be 
kept posted on all advertising and promo- 
tion plans. 

7. Keep those who are finally responsible 
for the turnover of the product well in- 
formed on its merits. Efforts should be 
made to inform the store sales force, either 
through a folder or labels, on the items 
themselves. 

8. Salesmen, traveling route lists, usually 
send advance cards to the buyer notifying 
him of their arrival. A good idea is to 
include an order blank with the advance 
card suggesting to the buyer that he have 
his stock clerk check the goods on hand 
and to use the order form for the neces- 
sary fill-in items before the salesman ar- 
rives. 

9. The mailing list must be kept up to 
date. Send each salesman, at least once 
a year, the names that are listed for his 
territory. The men can also give tips on 
the kind of goods that various stores use, 
etc. Another means of checking the mail- 
ing list is a questionnaire sent to the buyer. 

10. If a company is supplying dealers 
with mats, copy, layout, etc., a good method 
for following the use of the material is 
through a clipping service. In this way it 
can be determined what appeals most to 
buyers as being effective. By J. Ungar. 
Printers’ Ink, March 19, 1936, p. 29:4. 


When the Dealer Asks For An 
Advertising Donation 


The dealer writes in to ask for a small 
advertising donation of some _ kind—it 
might be uniforms for the local ball team, 
tickets for a benefit, an ad in the anni- 
versary issue of the local newspaper, or 
just a plain ad to push your line locally. 
What’s to be done? The dealer reasons 
that the sum requested is small, infinitesi- 
mal in fact, when compared to the amount 
the company spends for advertising. More- 
over the company is frequently asking him 
to share in the cost of local direct-mail 
campaigns, so why shouldn’t the shoe fit 
the other foot? 
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The manufacturer knows that he has 
no money in his budget for such ex- 
penditures, and even if he did, the great 
majority of these hit-and-miss schemes have 
no sales value. 

The best way of meeting the problem is 
to form a policy and hold to it. The 
reasonable policy is one that forbids such 
donation and permits no exception. The 
letter in reply to the dealer making the 
request should bring out that if the com- 
pany acceded to similar requests from its 
many dealers, the total sum would be 
colossal. The letter should further point 
out that such a sum would have to go on 
the cost of the product—that the man who 
got the donation, therefore, would have 
to pay it back. The letter should, fur- 
ther, be extremely friendly. By L. E. 
Frailey. American Business, April, 1936, 
p. 44:4. 


Better Retailing 


This handbook for merchants includes 
so many pictures, charts, tabled data, and 
framed lists of sales and store suggestions 
that many retailing tips should be available 
from a mere turning of the pages. For in- 
stance, on page 20 is a list captioned “How 
Salespeople Can Please Customers.” On 
page 25 is a mark-up table. “Five Things 
Advertising Should Do” are framed on the 
middle of page 39. And so on throughout 
the book are tips on such phases of retail- 
ing as store organization, buying to sell, 
window displays, payment of clerks, de- 
livery as a profitable service, credits and 
collections, departmentizing, store records 
and systems, national cash register systems, 
etc. Merchants Service, The National 
Cash Register Company, 1935. 128 pages. 


Can Buying Habits Be Changed? 


Habit accustoms all of us to certain 
routines in business as well as recreation, 
and it is human nature to avoid changes 
in these habits unless with the utmost tact 
and diplomacy someone shows us how we 
may profit by changing them. 
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The vice president and general sales 
manager, Chevrolet Motor Company, il- 
lustrates a point in considering the buyer 
who is still, through force of circumstances, 
required to limit his expenditures for an 
automobile. Assume that he now owns a 
—— car, and then over a period of several 
years he has bought three or four models 
of the same make. ‘n his opinion these 
cars have always given good accounts of 
themselves. He has had good value for 
his money. Why then should he change 
to another make? 

The answer to that question, states Mr. 
Holler, is that he won’t unless someone 
shows him by comparison and actual 
demonstration that he can get more for his 
money by making a change. In other 
words, the habit buyer changes his habit 
only when he becomes dissatisfied or some- 
one makes him so by showing him how 
much more he can buy for the same 
amount of money. This is what Chevrolet 
intends to do in 1936, and results to date 
are most gratifying. By W. E. Holler. 
The Sample Case, April, 1936, p. 5:2. 


Market Research Sources 


A guide to information on domestic 
marketing. It is an attempt to bring to- 
gether projects of current value in the 
field of marketing. It is a source book for 
individuals interested in marketing re- 
search, and a check upon the plans of 
others interested in conducting research 
projects in this field. Prepared by Rachel 
Bretherton. Bureau of Foreign and 
Domestic Commerce. 253 pages. $.25. 


“Prices Right?” 

The author suggests four things to con- 
sider in this discussion of profits through 
correct pricing: 

1. Volume and price. In the last analy- 
sis cost does not govern price. Cost is 
merely an expression of outlay. What 
one can get for his produce in the open 
market is distinctly another matter. The 
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formula, cost plus profit equals price, many 
times becomes price plus loss equals cost. 
Competition has a real voice in saying 
what price will be, and volume produced 
is one of the greatest economic factors in 
competition. 

2. Complexity and price. Price-making 
demands that we orient profits to the true 
investment in work—the complexity factor 
—which is labor and its facilitating over- 
head. Profit should be added to cost of 
labor and overhead, and not to total cost. 

3. Turnover and price. The relation of 
sales turnover to investment has an im- 
portant bearing on the price of the goods 
manufactured. For as sales turnover in- 
creases, the mark-up required to earn a 
fair rate of return on investment becomes 


Salesmanship 


G-E’s Internal Sales Promotion 


The General Electric Company has been 
doing internal sales promotion work for 
several years with considerable success. Its 
latest effort in this direction, the dramatic 
presentation, “Camp Circuit,” is now com- 
pleting a schedule of two-day stands, em- 
phasizing to the company’s apparatus sales- 
men the immediate opportunities for orders, 
and how the company, through its research 
and manufacturing facilities, has provided 
equipment to meet industry’s needs, and 
further, how the entire facilities of the 
company—research, manufacturing, sales 
and sales promotion—are all striving to at- 
tain one objective—the progress of General 
Electric Company in the tangible form of 
increased ‘orders. Industrial Marketing, 
March, 1936, p. 15:2. 


If Buyers’ Objections Are Finding You 
Helpless 


Are you a salesman who goes about 
hoping to high heaven the buyer won't 
bring up one salient weakness you know to 
exist in your product. If you find yourself 
adrift in the face of one or two important 
objections which keep bobbing up all the 


smaller, and vice versa, the mark-up be- 
comes larger as the sales turnover de- 
creases. 

4. Capital assets and price. If a manu- 
facturer should rent his buildings and 
lease his machinery, he would see to it 
that the costs of rental and leasing would 
be allocated directly to the machines and 
floor spaces working on productive opera- 
tions, and thence to the jobs being worked 
on. The cost of capital in providing 
buildings, equipment, and facilities, when 
the manufacturer is not renting or leasing 
them, should likewise be charged directly 
to machines and floor spaces, and allocated 
to the jobs being worked upon. By Wm. 
H. Randolph. The Office Economist, 


March-April, 1936, p. 4:3. 


time, this author advises you to sit down 
today and think through some logical an- 
swer that will at least meet the situation 
in such a way that the prospect doesn’t, at 
the moment of your hesitancy and flounder- 
ing, seize control of the interview and rush 
you to cover. By Bruce Crowell. Sales 
Management, February 15, 1936, p. 221:1. 


Sales Profits as a Basis for Paying 
Salesmen 


A survey of twenty-four well-known 
companies. Topics such as need for sales 
emphasis on profits, incentives for selling 
profitable items, and plans of various com- 
panies are covered. JDarinell Report 
No. 446. Dartnell Corporation. 23 pages. 


The Show-Boy Salesman—Rein Him, or 
Let Him Run? 


Here the author points out that show- 
men-salesmen seldom use prepared solici- 
tations. They believe in the catch-as-catch- 
can kind of presentation because they are 
better able to adapt that method of selling 
to unexpected situations that arise during 
the course of the sale, and they contend 
that such situations do come up in a large 
percentage of cases. 
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SURVEY OF BOOKS FOR EXECUTIVES 


These showmen are constantly putting 
over brilliant presentations, which they 
never used before and will never use again. 
In fact, these presentations were thought 
up on the spur of the moment to cope with 
an unexpected situation which came up 
and which the ordinary salesman would 
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be altogether unable to handle. Men who 
can do this are artists, and should not be 
judged by the standards of commonplace 
salesmen or be submitted to the discipline 
or the control that ninety out of a hundred 
salesmen require. By John Allen Murphy. 
Sales Management, March 1, 1936, p. 290:4. 














Survey of Books for Executives 











™ The Knack of Selling More (Three Vol- 

= umes). By Burton Bigelow. McGraw- 

Hill Book Company, Inc., New York, 

1936. Vol. I, 172 pages; Vol. II, 153 

pages; Vol. III, 255 pages. $4.00 for 

the set. 

The author of these three volumes an- 
nounces his awareness of the dangers he 
risks of being called a theorist for attempt- 
ing to categorize the vagaries of salesman- 
ship. He circumvents the possibility of 
this imputation however by pointing out 
that his volumes contain only those ideas 
which have been repeatedly proved by ordi- 
nary men engaged in “barehanded” selling. 

The books comprise a well-organized and 
cogently presented record of proved meth- 
ods to illustrate the principles which they 
expound, 

The Practical Handbook of Business and 
Finance. Garden City Publishing Com- 
pany, Inc., Garden City, New York, 1936 
(revised edition). 601 pages. $1.49. 
This volume is an alphabetical catalogue 

of business terms beginning with the word 
“abandonment” and ending with “zloty,” 
the monetary unit of Poland. The items 
are listed in bold-face type, and the defini- 
tions are expressed in as non-technical lan- 
guage as possible. Each is intended to be 
self-supporting, but cross-references give 
the reader further aid to develop any given 
topic. 

An appendix contains an up-to-date re- 
view of the monetary systems of the United 





States and a tabulation of foreign coins 
valued in United States money, as well as 
postal information, interest tables and vari- 
ous other commercial memoranda. 


Occupational Ability Patterns. By Ar- 
thur F. Dodge. Teachers College, Co- 
lumbia University, New York, 1935. 97 
pages. $1.50. 

To what extent do the scores of individ- 
uals in a specific occupation when given 
intelligence, aptitude, and personality tests, 
tend to group around certain values for 
each test, in such a manner as to form an 
occupational ability pattern peculiar to that 
occupation? This study is largely an at- 
tempt to answer that question and others 
incidental to it. In the files of the Adjust- 
ment Service in New York City were rec- 
ords of over ten thousand clients, perhaps 
the largest adult group that has ever been 
examined by a testing program of such 
scope, which furnished a wealth of informa- 
tion on the subject. 

The study develops many interesting 
facts of significance to business and indus- 
try. The results are well summed up in the 
final chapter on “Findings, Interpretations, 
and Suggestions.” 

Psychology of Human Relations for 
Executives. By J. L. Rosenstein. Mc- 
Graw-Hill Book Company, Inc., New 
York, 1936. 284 pages. $2.50. 

The shift of values from the machine to 
the worker which has manifested itself in 
recent years is made a point of discussion 
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by the author of this volume. He believes 
that the most important single factor in 
industry today is the human being at work. 
Yet, he says, comparatively few executives 
have learned what arbitrarily may be called 
“the proper techniques” of dealing with 
workers. 

“The development of techniques for deal- 
ing effectively with this human factor in 
industry,” he asserts, “has not progressed 
very far because few executives have made 
any attempt to gain an understanding of 
the goals, purposes, the drives and emo- 
tions of the worker on the job. Whatever 
techniques we do have, seem to have come 
before understanding, and yet today little 
is being done by most executives to en- 
large their understanding of the men and 
women working under their direction. 

The book is so written that in its first 
eight major divisions it offers a basis for 
understanding the worker and presents sug- 
gestions for techniques of dealing with the 
human factor as it exists in the manage- 
ment relationship. 


Public Administration and the Public 
Interest. By E. Pendleton Herring. 
McGraw-Hill Book Company, Inc., New 
York, 1936. 416 pages. $3.75. 

This book is offered as an inquiry into 
the functioning of our federal administra- 
tive machinery. It seeks to analyze the 
relations between pressure groups and offi- 
cials and to survey various efforts being 
made to adjust our bureaucracy to its — 
responsibilities. 

The author says that economic ‘tho 
faire is gone; political laissez faire is pass- 
ing. “The government is undertaking the 
care of groups that are economically inse- 
cure; it is defending interests that are po- 
litically weak,” he says. “Can a democratic 
government interpret in such positive and 
specific terms the meaning of the general 
welfare regardless of the strength of the 
underlying interest groups?” 

The volume is largely a collection of case 
studies; the author points out that it is 
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exploratory rather than exhaustive. The 
data it contains are presented to demon. 
strate the importance of considering the 
tug and pull of economic and political forces 
upon our federal bureaucracy. 


Platform for America. By Ralph £ 
Flanders. Whittlesey House, McGray- 
Hill Book Company, Inc., New York, 
1936. 118 pages. $1.00. 


The author states that, “. . . it has seemed 
worth while to attempt the formulation of 
a platform that is not partisan or sectional 
but national, in the hope that the general 
discussion of such a program may affect 
favorably the policies adopted and followed 
by parties and social groups.” 

The body of this book is made up of a 
series of chapters dealing in turn with the 
farm problem, unemployment, business and 
labor policy, the question of recovery as 
against reform, and a concluding analysis 
of the causes of our troubles and their ap- 
propriate remedies. The last chapter em- 
bodies “The Platform” which the author 
suggests. 

“If the reader detects a reluctant dis- 
content with the evolving political history 
of our times, he will not have read the 
record amiss.” 


Installment Credits and Collections. By 
Bryant W. Griffin and Harold C. 
Greene. Prentice-Hall, Inc., New York, 
1936. 326 pages. $5.00. 


This book deals with today’s installment 
sales and collection problems. The av- 
thors have had experience in installment 
banking in the installment selling of auto- 
mobiles, furniture, pianos, department store 
installment accounts, etc. Included in their 
volume are the methods used by leading 
firms in meeting collection problems. 

The chapters include: The Importance 
of Installment Sales and Collections in 
Modern Business; Constructive Credits; 
Credit Standards ; Considerations in Check- 
ing Credit; Clothing; The Right to Col- 
lect; The Education of a Debtor; The 
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SURVEY OF BOOKS FOR EXECUTIVES 


Routine of Collection; Form Letters; Per- 
sonal Letters; Letters That Have Col- 
lected Money; Make-up and Mailing; Af- 
ter Correspondence Fails; The Use of 
Telephone and Telegraph; The “Skip” 
Problem; The Changing Market; The 
Marginal Market; Stimulating Sales; Sell- 
ing Satisfaction; A Few Guide Posts. The 
appendix includes a digest of the laws of 
the various states on contracts of condi- 
tional sale and chattel mortgages, and a 
list of typical forms used in installment 
selling. 

The authors believe that the installment 
business has recently seen the worst years 
it is likely to have, and that there is every 
prospect that it will claim an ever-increas- 
ing share of the national income. 


More Retail Sales. By A. Irving 
Schweitzer. New York Store Methods 
Bureau, New York, 1935. 37 pages. 
$3.00. 

Methods in use in department stores and 
specialty shops in 22 retail stores in the 
United States form the bulk of this vol- 
ume. From stores in California, Texas, 
Missouri, Illinois, Oklahoma and other 
states are brought together ideas on sales 
promotion methods, better sales training, 
operation economies and other retail sub- 
jects. 

Work Guide for the Study of Occupa- 
tions. By Harold P. Thomas and Clar- 
ence E. Partch. Under the editorship of 
Francis T. Spaulding. Houghton Mif- 
flin Company, Boston, 1936. 156 pages. 
60 cents. 

The book is intended to help young peo- 
ple to find out what they need to know 
about jobs and about themselves in order 
to choose their field of work wisely. It 
consists of sets of directions and questions 
and is to be used in connection with refer- 
ence books and other sources of informa- 
tion, 

The book is divided into “Exercises” 
under such headings in Part I as “Why 
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Study Occupations?” “Jobs within Jobs” 
and “My Choice of an Occupation” in 
Part III. Part II has an Exercise on each 
of the main groups of occupations, as manu- 
facturing, service, extraction, transporta- 
tion, etc. 


Life Insurance Correspondence. By Felix 
E. Held. Life Office Management As- 
sociation, New York, 1936. 209 pages. 
$2.00. 

This book approaches the problem of bet- 
ter letter-writing not only from the stand- 
point of the stenographer and dictator, but 
also from that of the supervisor and ad- 
ministrative officer. The author states, 
“Correspondents would write more effec- 
tive letters if they were required to do so. 
Hence this text considers the problem one 
of management, and places responsibility for 
better business letters on executives, admin- 
istrators, and department heads.” 

Principles, rather than rules, for more 
effective business correspondence are em- 
phasized. 


Getting Ahead in Life Insurance. By 
Ralph G. Engelsman. McGraw-Hill 
Book Company, New York, 1936. 204 
pages. $1.75. 

A practical account of the requirements 
and opportunities in selling life insurance, 
with counsel on the possibilities for build- 
ing up an independent income in this field, 
is given in this volume. 


Truth About the New Deal. By Earl 
Reeves. Longmans, Green and Co., New 


York, 1936. 117 pages. $1.00. 

The author of this book, Mr. Reeves, col- 
laborated with three prominent Americans, 
in its making. The collaborators: How- 
ard E. Coffin, Consulting Engineer and 
former member of the Shipping Board; 
Robert L. Lund, Chairman of the National 
Association of Manufacturers, and Execu- 
tive Vice President and General Manager 
of the Lambert Pharmacal Company; and 
Charles W. Burkett, agricultural authority. 
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The New. Deal is questioned on three 
bases: Does it work?—Is it what it pre- 
tended to be?—Has it done what it prom- 
ised to do? The answer to all three ques- 
tions, it is, found, is “no.” 

Mr. Coffin finds the Deal Deal drifting 
toward Communism. Mr. Lund, covering 
industry, business and employment, says 
that all New Deal projects have failed. 
Mr. Burkett declares that the AAA robbed 
farmers of both home and foreign markets. 


Toward Social Security. By Eveline M. 
Burns. Whittlesey House, McGraw- 
Hill Book Company, Inc., New York, 
1936. 269 pages. $2.00. 

This volume seeks to give a simple ex- 
planation of the meaning of the various 
phases of the Social Security Act. In the 
discussion are the problems involved in the 
attempt to provide security through legis- 
lation, and the extent to which these have 
been solved in the present Act. The book 
tells what the Act does to reduce inse- 
curity in the fields of old age, unemploy- 
ment, sickness, etc. 


Industrial America: Its Way of Work 
and Thought. By Arthur Pound. Lit- 
tle, Brown, and Company, Boston, 1936. 
234 pages. $2.50. 

This book presents twelve studies of as 
many large American corporations, each a 
leader in its field. The individual chapters 
composing this volume were published 
originally as a series in the Aflantic 
Monthly in cooperation with the twelve 
corporations selected for case-studies by 
the author. 

The titles of the twelve chapters disclose 
the names of the corporations selected and 
give as well a clue to the angle of indus- 
trial America which the author portrays: 
I, Precision and Perspective: General 
Motors’ Philosophy of Industrial Progress ; 
II, Corporate Management and Employee 
Welfare: United States Steel Shoulders a 
Relief Problem; III, An Industrial Repub- 
lic: The Goodyear Programme for Em- 
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ployee Representation and Education; IV, 
The Lamp of Research: General Electric's 
Great Adventure after Knowledge; V, 
Pouring Ideas into Tin Cans: Continental 
Can Company Rises Through Applying 
New Methods to a Standardized Indus. 
a 

VI, Glass Enters a New Age: Libbey- 
Owens-Ford Pioneers in Adapting an Old 
Industry to Modern Needs; VII, Seli- 
Government Succeeds in Oil: Standard Oil 
Proves that Corporate Business Can Bé 
Profitably Operated as a Public Responsi- 
bility; VIII, Up from the Grass Roots: 
General Mills Brings New Ideas into the 
Marketing of Cereals and the Evolution of 
American Business ; IX, Wood, Water, and 
Brains: Modern Paper Making and Mer- 
chandising as Revealed by the Rise of 
Kimberly-Clark Corporation ; X, Moderniz- 
ing the Building Industry: Johns-Manville 
Thinks Its Way Through the Tangle of 
Construction; XI, Merchandising Labora- 
tory Control: National Dairy’s Sealtest 
Symbol, and What It Means to Dairy 
Farmers and the Public; XII, Grinding as 
the Common Denominator of Mass Produc- 
tion: Norton Abrasives at Work in In- 
dustry. 


Ford Production Methods. By Hartley 
W. Barclay. Harper & Brothers, New 
York, 1936. 219 pages. $5.00. 


This volume attempts to encompass in 
its 219 pages of text and over 450 illus- 
trations and charts the Ford technological 
and mass production methods. The author 
has sought to give a complete technical 
picture of the Ford plant at Rouge River. 
He describes the methods of production 
in their relation to each other; the activity 
of the plant from the manufacture of steel 
and cement and other. basic processes 
through the many engineering and metal- 
lurgical steps to the end of the final as- 
sembly line. 

The material in the book first appeared 
in the January, 1936, number of Mill & 
Factory. 





